Abstract. -Charles V left his son Philip II a varied plurality of territories. Over many years Philip II succeeded in preserving the greater part of his empire from attacks by other powers. Nonetheless, the solidification of the structure of the Monarchy permitted an internal struggle between influential groups hungry for power. This article is interested in the creation of an ideology which would simultaneously advance the unification and the economic wellbeing of the Spanish Monarchy from 1590 to 1640.
INTRODUCTION
The structural organisation of the Spanish Monarchy occurred much later in time than its actual creation. Charles V had inherited an immense and varied plurality of territories, but it was his successor, Philip II, who was faced with the truly titanic task of searching for common features for all his possessions, in order to make them a united entity under his rule. Fundamental was the maintenance of the strategic triangle based on Spain, Italy and the Netherlands, whose strength underpinned the stability of the whole structure. Moreover, since 1580, Portugal and its empire forms part of the Monarchy. As a resultalthough, in itself, strategic thought does not change -the increased number of territories to defend makes the whole mission of unification more difficult to achieve 1 . To improve the situation the king employs military, political, diplomatic and ideological methods, methods which in concrete terms range from the field of outright military force to that of economic reprisals. Over many years of struggle, Philip II succeeds in preserving the greater part of his empire from attacks by other powers, and when he dies in 1598, his heir is left with a reasonably stable situation. Nonetheless, this was not no be the end of the struggle. In effect, the solidification of the structure of the Monarchy permits an internal war to develop between influential groups hungry for power. The differences of interest dividing Flanders, Spain, Italy and the Americas were many, and each wished to impose its own points of view -to the extent that the stability of the whole system achieved under Philip II was endangered. How could the new monarch attempt to cope with his problem?
The ruling generation of 1600 has learned from the bitter experience of the sixteenth century to follow certain basic principles of government and administration. These principles are: 2 1. To preserve the strategic triangle Spain-Flanders-Italy in order to control western Europe, and thus, indirectly, the Atlantic world (the road to America).
2. To maintain religious uniformity. No concession can be made to non-Catholic beliefs, since in the period of religious wars, this would lead to a desegregation of the Monarchy's dispersed lands.
3. To keep a working balance between the power of the centre and the self-rule of the regions, in order to preclude further secessionist movements like that of the Netherlands. This demands constant cooperation with all the local authorities of the Monarchy, from the Indies to Italy. 4. To create common material interests between all (financial, commercial, etc.) 5. To promote a greater sense of unity amongst the ruling class by encouraging intermarriage between prominent families in different parts of the Monarchy.
6. Looking outwards to allied and neutral powers, seeking opportunities for co-operation and mutual benefit in their relations.
7. To improve the Monarchy's power on land and sea, and in the latter dimension, to encourage mercantile power also (axis AntwerpSeville-the Caribbean).
8. To develop the strength of diplomatic services, both on the official and the secret service ('intelligence') levels. 9. A strong taxation policy, dividing the burden between all the territories, but falling especially upon the richest of them, the kingdom of Castile.
10. But since this policy will never be enough to sustain the whole political, administrative and military apparatus, it is necessary to derive enormous additional sums from the capitalist sector.
11. To provide a talented bureaucratic infrastructure in all parts of the Monarchy to safeguard royal interests.
12. To assist the growth of ideas calculated to stimulate the greater union of the king with his subjects and the economic power of the whole Monarchy.
Of these twelve points, we are at present only interested in the last, that is, the creation of an ideology which would simultaneously advance the unification and the economic wellbeing of a Monarchy which -as a condition of its crisis -has to dominate its enemies in order to survive.
THE CONTEST OF INTERESTS
To create a doctrine and rules of economic policy was extremely complicated because of the number and diversity of interests involved. For a considerable body of opinion, the State needed to safeguard general prosperity. Therefore the king had to intervene in commercial affairs, prohibiting of limiting imports and exports; protecting manufactures; and finally, promoting capitalist investment. There was even an extreme version of this belief which holds that the king should exercise absolute economic power at the expense of private interests; the writers Francisco de Quevedo and Virgilio Malvezzi subscribed to this solution. 4 On the other hand, as sovereign of many peoples, the Spanish King has to promote good relations between them -even if Castile, as the most powerful, always demands a certain priority above the rest. Yet, feeling themselves demoted, many Castilians protest against the competition from Italy and particularly from the Catholic 'obedient provinces' -'Flanders' as they are collectively known in Spain. Some even think it might be better for them if Flanders were outside the empire altogether. 5 In contrast, from the strategic viewpoint it might be preferable for the king to decide to integrate Flanders more fully into the system; negatively, out of fear that they might otherwise be taken over by the Dutch, and positively, in order to strengthen Spain's presence in northern Europe. As we have seen the triangle of Spain-Flanders-Italy was essential for Madrid's strategy and was not to be tampered with. The mercantilist position was to give birth to a body of economic literature, above all in Castile, centre of the imperial system, 6 but also in the American dominions.
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Over and against such interventionist arguments others defend the autonomy of provinces and private interest as superior to State interference and a centralism inimical to popular interests. They believe that the crisis would resolve itself once economic agents were able to operate without such obstacles, seeking put the markets most advantageous to their activity. This feeling wishes to claim liberty of trade, both for production and investment, even outside the Monarchy, which is not a self-sufficient entity. Furthermore, improved economic relations could bring understanding and peace in their train, doing away with the need for long and costly wars.
Both positions co-exist at the end of the sixteenth century. In Italy, Spanish possessions believe it is possible to trade with other powers, 8 and the relative merits of protectionism and free trade are discussed, particularly with the deepening of the economic crisis.
9 Much the same is happening in the Iberian peninsula itself. There, the interior regions seek an opening towards international markets, which an over-strict protectionism is preventing; 10 debates will end in polemical exchanges which even attain a popular audience. For their part, the coastal towns, better connected with the outside world, make up a block of opposition to Madrid's designs, often subverting the orders of the court. In this sense, Bilbao, Seville, Cadiz and some American ports, are the leaders of a struggle for free trade.
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Bilbao is already exempt from customs charges, and does not wish to see government agents controlling exports and imports. When Madrid attempts to impose registration procedures for merchandise, the inhabitants of the Basque city rise up and throw them out.
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Seville and Cadiz, ports which are close together geographically, have similar histories. From the beginning of the Dutch war, they sought full freedom to trade with the enemy, especially because of the great economic wealth of the latter, and they were to resist the royal mercantilist projects both in the sixteenth and the seventeenth centuries.
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At length the Spanish Low Countries too would be the scene of an intense polemic between supporters and adversaries of economic freedom, and in time it was to acquire a social dimension. In this phenomenon we perceive a stage from economic practice to political methods, and from the latter a further Transition to theory. Flanders and Castile are the two areas in which great significance is attached to the theorisation of opinions, both mercantilist and antimercantilist. This is not accident. Antwerp, Brussels, Bilbao, Madrid, Seville or Cadiz are points of an elemental economic axis which extends on the one side as far as the Baltic and on the other towards Spanish America, immense source or richness, and Asia. In determining economic policy, availing themselves of an ideology adequate to sustain it would constitute an essential mission; whoever triumphed would dominate economic relations within the Monarchy.
As far as socio-economic groups are concerned, it would be very easy to establish the distinction between a free commercial-monetary exchange which might benefit consumers and investors (on the one hand) and an industrial-agrarian protectionism good for producers and middlemen (on the other). But things are more complex than this, since certain manufactures and agricultural produce rely upon export and thus call for freer business opportunities.
In any case, the fifty years between 1590 and 1640 would see a clear contest between these two sides -protectionism and free tradeto impose their views on the crown. To understand the true dimensions of the dispute we need to understand its origins. This has to be sought in the ideas of Erasmus, in the thinking of the School of Salamanca, and in the economic policy of the crown at the outset of the modern era.
FROM ERASMUS TO THE SCHOOL OF SALAMANCA
Although never putting forward a specific economic theory, the writings of Erasmus of Rotterdam distil a series of ideas which powerfully influenced the Low Countries and later all of Europe. Their central nostrum is obedience to the laws of nature; what is natural has to be followed because it alone brings total harmony and conduces to a world of interdependent unity. Like the universe itself, human nature is unique, based on reason and language which supervene all considerations of race, creed and frontier (thought it is true that Erasmus was thinking mainly in terms of Christendom). From this Erasmus proceeds to a total opposition to all conflict; for him there is not such thing as a just war, since all wars are unjust by definition. People are free to think and express opinions, but these ideas are complementary to each other; it is necessary to promote dialogue, implying as reasoned debate. In addition, we must regulate our conduct by past examples adapted to the needs of the present. Politics must be closely linked with ethics, following Seneca, and strongly opposing Machiavelli. The duty of the intellectual is to educate princes in the moral foundations of government, since noone can be ruler of his vassals without being united with them in a pact of mutual respect.
Despite Erasmus' own lack of sympathy with the bourgeoisie and their commercial culture his ideas represented a major influence in the moulding of economic theory over the next century. The development of trade, banking and manufacture in the Netherlands opened the way for an enlightened middle class which accepted his prescriptions. As Bataillon demonstrated, 14 in Spain, linked to Flanders by political and cultural ties, Erasmian precepts were soon imported and diffused.
At the same time, Francisco de Vitoria developed a pacifistic doctrine of the ethical identity of all humans. This founded upon natural rights, evolved into a definition of the rights of man as a corpus of morally imperative rules by which society was ordered. Only extreme necessity and palpably evident cause could ever justify war. Vitoria's disciples later extended his ideas into the realm of economic theory. The School of Salamanca, as these writers were collectively called, was to exert profound influence in the Netherlands -for example upon Hugo Grotius and Leonardus Lessius.
PHILIP II AND THE TRIUMPH OF ORTHODOXY
Coming to power in the 1550s, Philip was to dedicate himself to eradicating the Erasmian groups which he believed heretical. Persecution quickly reduced their numbers and influence; by the time El Brócense died in 1600, Erasmianism was merely a memory.
15 Spanish experts are now accustomed to very different ideas, under the guidance of a scholasticism obsessed by three grand issues: the State as an economic agency, the impact of American precious metals in the Peninsula, and the role of the market in the economy. Mercantilism, properly so called, appeared with the work of Luis Ortiz, and economic analysis was patented by the Salmantinos, above all by Azpilcueta and Mercado. 16 In Spain -eschewing pacifist and Utopian ideas -what becomes important is the mechanism of the market, along with investigation of ways in which public authority can best proceed to the efficient regulation of economic life.
In absolute contrast, in the Low Countries, ideas based on Erasmian and Protestant precepts strengthened and developed ever more radical features. The rebellion against Philip II in the 1560s led to the secession of the northern zone and the birth of the United Provinces, which were to prove impregnable to Spanish power. In the Flemish lands, two wars were soon on foot, a civil war and a war against the king.
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Those opposed to royal absolutism demanded liberty of conscience, and acted in defence of local rights and privileges. The revolutionary aspect of this phenomenon resides in the fact that, deriving itself from Erasmian precepts of contract, it invokes natural law to justify the deposition of a king, on the grounds of his failure to fulfil his bond with his subjects. In this way -despite its essentially medieval basisthe rebels created in their territory a modern system of constitutional guarantees by which the natural rights of the individual were placed above the laws and institutions made by a mere sovereign. 18 But the rebellion has a strong economic implication too; for if the king is not able to put himself above his subjects, by definition the State has no role in guiding economic world. Thus the first revolt against the mercantilist decrees of the duke of Alba, and the whole struggle for economic liberty from then onwards, carried the burden of a division between the interests of political authority (the stadhouder) and the economic agencies (the cities).
After the 1570s the Low Countries were divided. Leaving aside the evolution of economic and political thought in those provinces separated from the royal obedience, let us turn to the zone still controlled by Philip II. What is happening here? Given the conditions of war, with its constant advances and retreats, any coherent economic policy was impossible. For their part, the intellectuals lost influence in a society like Flanders, once so accustomed to their guidance. Frightened by the atmosphere of murder and destruction, and horrified by the fanatism, on both sides (Calvinist and Catholic), thinking men take refuge in secret groups in order to carry on developing ideas of liberty and toleration. In this way arises the spiritualist movement, emerging out of clandestine organisations which practised what was called 'nicodemism' ; that is, the survival within certain societies of an ideology distinct from its own, but dissimulating its existence until the arrival of better times permitted the free expression of such ideas. The spiritual movement which was most representative and of the greatest influence was 'The Family of Love' (in Dutch, Huysgezin der Liefde). The metaphor of the Family arose from the desire to end divisions among Christians and a humanistic aspiration towards a society based on toleration and coexistence of different ideas, which would seek God together through Scripture. At first its founders, Hendrik Niclaes and Hendrik Barrefelt gave it a strong mystical emphasis, but this was quickly lost after it was joined by Erasmian intellectuals and businessmen who sought religious ecumenism of a particularly pacifist character, in contrast to the dominant belligerency of those times.
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Some major intellectuals, such as the printer Christophe Plantin, the geographer Abraham Ortelius, Benito Arias Montano (the humanist in charge of editing the Polyglot Bible) and Justus Lipsius, the foremost thinker of his time and leader of the group after the disappearance of Barrefelt. To these should be added bankers and traders, above all in Antwerp, who gave material support to the group. The movement has two main features; doctrinal tolerance of all beliefs and a certain solidarity among the membership who always helped each other. Over time, the Family adopted an ideology whose principal points -liberty, the supremacy of reason, plurality of opinions, pacifism -went further than Erasmus in four important respects. 1) Respect for all religions including the non Christian. 2) Following the gospel, it is necessary to love all enemies without exception.
3) The presence of businessmen implies an attention to economic affairs which is absent in Erasmus. 4) The influence of Stoicism. Drawing on the humanist tradition of the century, these men wished to demonstrate the universal and natural character of commerce, industry and finance.
Apparently integrated into the society in which they lived, members can be found in the court and the church, both in Flanders and in Spain. This explains the accusation of opportunism levelled against members of the Family of Love.
JUSTUS LIPSIUS AND THE LOUVAIN CIRCLE
Lipsius, leader of the group at the end of the century, had an influence in Protestant lands, but with the radicalisation of Calvinism in the United Provinces, he decided to adhere fully to the Catholic side. This caused a profound change in the history of economic thought in the Spanish Monarchy.
20 Lipsius' return to Catholicism in 1591 is explained by his aversion to the Calvinists whose intransigence was gaining ground in the United Provinces against proponents of religious toleration and because they had ferociously criticised his De Constantia. We must also reckon on the lack of social discipline in the United Provinces, and on the influence of his wife, a fervent Catholic, allied to the hope that the king of Spain would soon be able to conquer the rebel provinces. 21 All the same it is difficult to be sure of the reasons which led him to quit the University of Leiden, since he was a thoroughgoing Nicodemist and always carefully disguised his most real ideas. Naturally, Catholics both in Flanders, Spain and Spanish America greeted his 'conversion' with delight, and Lipsius was received with every honour in Louvain in the year 1592. Nevertheless, we must lay down that with this last humanist the history of continental 'familism' ends. 22 Undoubtedly, Lipsius had emigrated in order to salvage the ecumenical ideas of the familist group, persecuted in the United Provinces where it was seen as a kind of disguised Catholicism. As a result of his action was the creation of the Louvain Circle, a group of people influenced by Lipsius and which was to perform important intellectual work after the death of the master.
At this point, the Dutch Calvinists are controlling power in their Universities, expelling those inclined to toleration and other regarded as heterodox. This policy culminates in 1596 with the prohibition against citizens of the United Provinces going to study in the Catholic provinces, especially in Louvain or Douai. The evolution of the two zones is going to be divergent. The north is entrenched in its dogmathough in the fullness of time it will permit liberty of creed and ideas; the south at first absorbed the heresy of toleration, but then the king of Spain imposed total obedience to Rome and the absolute power of the monarch. This paradoxical evolution means that, by the middle of the seventeenth century Holland is the land of liberty, while the southern Low Countries will by then know nothing of the intellectual autonomy they enjoyed at the outset of the century. 
MILITANT MERCANTILISM
The construction of the Spanish Monarchy coincided with a period of economic stagnation which naturally worried everyone. Writers and other experts, known as arbitristas, pointed out the monarchy's weaknesses and proposed remedies for them. They believed that although things were bad, they could be improved: there is still time to apply the therapy which will bring health to the sick body, as (for example) Martín González de Cellorigo would put it. 23 The government is the object of numerous reports concerning structural defects in the Spanish economy. In general, they point to excessive inflation caused by the costs of war and the influx of American silver which precludes competition with other economies; they deplore the heavy import of goods and services, and condemn the export of precious metals. The solutions propounded range through various opinions, fiscal, agrarian, industrial, commercial, monetary, demographic, etc. -but all of them approached from the mercantilist point of view. Even the Inquisition would need to co-operate in the economic project of the monarchy by supervising external commerce. The arbitristas believed that if the system's engine was malfunctioning, the whole mechanism could never be expected to work.
On the other hand, the king needed to take advantage of the monarchy's size and resources, because its enemies had proved able to neutralise Spanish power. The Dutch rebels were prospering economically, and the English had escaped the threat of the Great Armada. The anxiety of the king and his subjects issued in a programme of economic development which would fix itself not only in the centre of the monarchy but also in Flanders, now the most sensitive area, since the problems in America and the Mediterranean has been surmounted (New Spain, the Viceroyalty of Peru and Italy would in future supply men and/or money with little difficulty). Philip II understood that the Flemish provinces under his rule needed to be thoroughly subdued, and after the death of Alexander Farnese, saw to it that his own expert delegates arrived in Brussels in order to apply the directives of the court more strictly. Besides this, the Secrétairerie d'Etat et de Guerre (created in 1594) would be converted into a kind of 'shadow government' for Spain in Flanders. 24 Sheltered by this favourable situation, Iberian residents in the Low Countries send the king reports concerning the best methods of restoring the economic health of the Obedient Provinces, which in itself was the best way to ruin those of the rebel Dutch. 25 In the opinion of such memorialists the embargoes and blockades adopted since the 1580s are good stratagems but were not maintained rigorously enough, allowing the damage to be easily repaired. Thus after the death of Philip II in 1598, some of the crown's experts suggested the creation of a powerful Seville-Lisbon-Antwerp axis which would unite Catholic Flanders with Spain and America, and spell final defeat for their enemies. The economic war (recommended decades earlier by Padre Vitoria) could thus take precedence over the military war: devastation caused to the enemy by simple military action could be substituted by the ruin of commerce and industry and the collapse of fiscal preconditions.
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This does not mean abandoning the army, but reducing it merely to a defensive role, appropriate to its presence in Flanders, on the edge of the North Sea. Meanwhile a powerful mercantile marine and fleets of ships would weave strong bonds of unity between all parts of the empire. Recognition of the importance of the Atlantic dimension and of economic warfare becomes evident in 1603 with the adoption of the Decree of 30% (or the Gauna Decree). This was intended to encourage internal trade within the monarchy imposing an ad valorem tax of 30 % on goods from outside the king of Spain's territories. It was an interesting experiment, but its results proved negative. 27 The lack of a naval infrastructure obliged many of the king's subjects to use enemy ships, even in order to trade within the monarchy. For their part, enemy States did not want to deposit their goods in Flanders, but in Spain, Portugal and their Indies, so that the role of the Low Countries was diminished. Besides, the great need for food supply in Spain drove its citizens to acquire grain at any price, so that enemies could afford to pay the tax without seriously damaging their 24 profits. In the end, France, England and the United Provinces ceased to supply the Spanish empire, and widespread shortages increased. Neutral nations felt themselves treated as enemies and considered reprisals. The Archdukes Albert and Isabella, sovereigns of Flanders, pressured by lack of raw materials and food supplies, and by the complaints of businessmen in Antwerp and Brussels, disobeyed the decree and conceded commercial licences to the Dutch rebels. In Spain, northern and southern ports protested energetically while in Castile they thought that the decree was left to pass freely to some detested competitors such as the Flemish themselves. Moreover, one has to add the diplomatic pressure set up by Henry IV of France and the need to negotiate a peace with England after the death of Elizabeth I. Many obstacles incline the king of Spain against continuing to apply the decree. Nevertheless, it will remain a model to follow in more favourable circumstances.
The long duration of the war and the failure of economic reprisals, coupled with its excessive costs (so severely criticised by Juan de Mariana) impelled Philip III to change his foreign policy. 28 In the wake of settlements reached with the English and French, in 1609 a Truce was signed for twelve years with the United Provinces. Those advisers in favour of war, and the advocates of economic warfare, must still their tongues, at least until the Truce expires. On the other hand, the end of hostilities meant the opportunity for which pacifist groups in Spain, and above all in Flanders, had been waiting. They were able to forward their ideas and pressed for the signing of a definitive peace. The Archdukes sent to Madrid a delegate charged with defending the interests of their country and making the king understand the urgent necessity of ending the struggle on a permanent basis. In 1614 a member of the Louvain Circle is selected for this mission: his name is Alberto Struzzi.
7 HISPANIA VICTRIX? THE TRUCE, [1609] [1610] [1611] [1612] [1613] [1614] [1615] [1616] [1617] [1618] [1619] [1620] [1621] The period leading up to the expiration of the Twelve Years' Truce is among the most interesting in modern Spanish history. It concerns the choice for peace on the one hand, over against one (on the other) in favour of a war which now implies a global character, and which would vitally affect the interests of Spain and its dominions. Not surprisingly there was no unanimity of economic policy, or even in economic thought. The years before 1621 see the existence of three major ideological groups who compete for hegemony: a) the Castilian arbitristas (particularly the School of Toledo), advocates of radical mercantilism; b) the bureaucrats who stand for the 'Gauna philosophy'; c) the pacifist free-traders, heirs of Flemish humanism and of the School of Salamanca. The first group followed the interests of Castile, pure and simple. The second one offered the king a vision of a united monarchy, but one very much centred in the Iberian peninsula. The third one was the vanguard of the interests of a cosmopolitan capitalism, allied to the universal philosophy of Erasmus and his followers. Alberto Struzzi represents the presence of the third group in the Spanish court, until now dominated by the other two. Struzzi was born in Parma, northern Italy. From his youth he was a member of the household of Alexander Farnese, moving to Flanders when the latter was named Governor General. In the Farnese court he held the office of master of the wardrobe, but this allowed him to participate intimately in the intellectual ambience of the country and also to observe the evolution of the war against the rebel Dutch. After Farnese's death he served his son Ranuccio I. In 1614 he went to Madrid as the agent of Albert and Isabella, remaining in the Spanish capital until his death in 1638, with the same character of agent on behalf of successive Governors-General of Flanders. In his political career he co-ordinated Parma's network of intelligence, secretly negotiating the surrender of various strongholds, and had much to do with the campaign of the Invincible Armada. In Madrid he watched over Flemish interests, especially with a view to end the wars and the promotion of the free trade, on which he composed a series of memorials to submit to the king.
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As an intellectual, Struzzi was strongly influenced by Italian humanism and by the Erasmians, above all Justus Lipsius and Erycius Puteanus. 30 Later, he showed signs of the influence of the School of Salamanca, in ideas such as monetarism, peace and freedom of the seas. Politically he was a defender of absolutism, but moderated by the conciliar consensus and within ethical limits, in the way designed by Erasmus. In religion, although Catholic, the philosophy of the Huysgezin der Liefde had its impact upon him. He preached the end of religious wars through the growth of mutual respect. Ultimately, in what concerns economic thought he is the major exponent of a capitalist ideology against the remaining obstacles of feudalism and against the pressure of the state apparatus. It is in the field of economics that the reflections of Struzzi shine most, since he was the best theoretician of the epoch working within the Spanish Monarchy. The essential points of his complex system of thought are as follows: 31 i) The Natural Law. Like the humanists, Struzzi too believes that the world is a perfect machine, a mechanism moving according to its own laws. But Struzzi would add something completely new, which is to make his principle apply to economic phenomena. Its consequences are, quite simply, revolutionary: the world of commerce, industry, banks or currency rule themselves by natural laws which make possible the functioning of macro-economic mechanisms. Man must not interfere with the process, since this would upset its equilibrium. Thus, the most important element distinguishing the Italian writer from his contemporaries was the belief in unchangeable principles, not just in the description of phenomena or the elaboration of remedies in order to solve the crisis. Freethinkers in literature, art and science, the Erasmians produced in Struzzi a liberal thinker in economics as well.
ii) Such a theory stands clearly against mercantilism, which defends the intervention of the State or other public agency in the world of economics. The private sector must be respected since it functions according to its own intangible laws. Economic freedom is essential if the economy is to function successfully.
iii) Struzzi's doctrine, though influenced by scholastic and philosophical ideas of Natural Law, stands apart from them in that it does not formulate general principles with an ethical purpose, but rather aims at an economic policy for the benefit of a population and, through this, of political power. iv) Commerce is the most developed activity of early capitalism, and therefore claims much of Struzzi's attention. He argues that one must not export surpluses but rather manufacture specifically for export. For this it is necessary to specialise by means comparative advantages, according to a widespread notion followed among commercial circles in Flanders (although this idea has its roots in the Middle Ages). This would permit exchange of indigenous goods and services with those of other nations, which in their turn had concentrated on what they did best. The autarchy sought after by mercantilists is an impossibility. No State or nation possesses the wherewithal to exist in isolation, since the world's riches are too widely distributed. Restrictions to or limitations upon trade are antinatural, and therefore contrary to the true interests of both state and private citizen. All can import or export according to the necessities of their economic life. The balance of trade is not the measure of an economic health, since as well as manufactures products, goods and services are also to be taken into account.
v) Every monopoly is anti-natural and must be fought against. For this reason Alberto Struzzi is an enemy of commercial institutions organised on the model of the English or Dutch East-and Westlndia Companies.
vi) War interrupts the natural development of economic relations. As Erasmus would say, war is always unjust. Struzzi condemns economic warfare in the name of love towards enemies; commerce will always work towards the desired state of peace. The Spanish Monarchy is not self-sufficient and must integrate itself with the external market by means of the international division of labour.
vii) In the name of liberty, the international capital market should be used for the investment of money in the most convenient activities and places. Capital is not gained in order to stay within one nation, but rather to circulate wherever it is needed. Money is a commodity like others and should not be subject to restrictions. This feature demonstrates the links between Struzzi and the financial worlds of Antwerp and Germany.
viii) Customs policy must tend towards the abolition of tariffs, in order to allow factors of production to circulate freely. Since commerce brings peace, one day it will also be possible for all persons to travel without restrictions between countries.
ix) Royal fiscal policy may concern itself with the profits of the soil, as being the most important sector of production, but not with commerce and industry which should remain exempt.
His reivindication of the free market brings Struzzi up against the two other groups, the School of Toledo and the Spanish bureaucrats of Flanders. Both are enemies of the powerful capitalist sector of the Low Countries, which in its anxiety to escape economic crisis is looking for business in the international market at large not just within the Hispanic world. Although the commercial cities of the Seville-Antwerp axis support Struzzi, there are powerful objections to his ideas. One is that the state -that is to say, the king -would lose control of the economy. Another comes from the political arena: Spain and its empire had powerful enemies in Western Europe whom it is necessary to defeat. The third great obstacle is the manufacturing interests, above all those of Castile, who believe themselves to be the victims of commercial and financial capital. Many are convinced that with economic freedom Spain would remain condemned to a peripheral position dependent on its neighbours.
Thus, contrary to the interests of the Seville-Antwerp axis the pressures on the Madrid court push in favour of mercantilist protectionism, giving Castile a favoured position. Sancho de Moneada makes himself the spokesman of disaffected Castile, and is closely followed by authors like Damián de Olivares, López Bravo, Deza, Pellicer de Tovar and Ceballos. For this group, other members of the monarchy should not to be treated as equals but as servants (America, Italy) 32 and even as enemies (the Low Countries). Any competition with metropolitan Spain cannot be allowed, since otherwise the centre of the empire would be at the mercy of his own colonies. Thus politics must direct the economy in a beneficial sense to Castile; so much the worse for them if this is harmful to Flanders, Italy or the Indies. To ban imports and multiply exports one will create a powerful manufacturing sector and a well-equipped fleet; these points are insistently pushed home to ministers from the end of 1620s.
But this opinion also had its enemies. Besides the commercial and financial sectors, the Madrid delegates of Randers, Portugal and the Italian dominions (which we may call the 'marginal party') demand to be treated as equal vassals with the king's Spanish subjects, not as slaves or Amerindians. It is very risky for the strategic interests of the king of Spain to oppose himself outright to the Flemish, the Milanese or the Sicilians. In the upshot, there only remains one option, the ideas of Gauna, which emerges as victorious in the contest. And this is exactly the economic policy which was applied after 1621.
THE THIRTY YEARS' WAR
Many regarded the end of the Truce with optimism. The rebel Dutch would return to being enemies, and it would again be possible to control Spain's external trading relations. But would the future phase of the war be military -or economic? Only the coming to power of the count-duke of Olivares would provide the reply to this question.
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Although the Thirty Years' War begins in 1618, Spain did not enter the conflict until 1621, under the leadership of a new king, Philip IV. Believing that the Truce had been a failure and a ruinous business for the monarchy, the young king and his ministers were about to give a new and more bellicose twist to Spanish policy. Olivares, who comes to power in 1622, is a man steeped in the notion of Castilian superiority, but who also believes in the importance of support for all the other possessions of the king, without exception. His opinions of these matters are expressed in El peso del mundo, a book inspired by him, which advocates an equilibrium between Spain, the American territories, Flanders and Italy. 34 Besides this, Olivares believes that the best way to overcome an enemy is to combine military with economic pressure. 35 In this way, the men who had advocated economic warfare in the period 1603-1607 once again acquire a leading influence.
This group of civil servants belonged to the small and middling nobility, and all had spent part of their careers in Flanders, America and Italy, so that they were familiar with the problems of the Spanish Monarchy. After the Gauna project is abandoned in 1607, they remain in government service, awaiting a change of circumstances in their favour. Indeed, after the fall of Lerma, and with the approaching end of the Truce, the government solicits suggestions about the best road to follow in its external relations. Ortufío de Urizar, Juan de Gauna's ideological successor, will become the most influential of this group of functionaries at the Madrid court. Until his death in 1631, Urizar was regarded as one of those who most inspired Olivares in the economic orientation of policy. Urizar's thesis may be summarised as follows: b) Strict control of economic activity should be maintained through the registration and stamping (licensing) of merchandise, supervision of ports and frontiers, and high tariffs, along with prohibition on the export of specie and various raw materials in order to encourage domestic industry.
c) Exclusion of hostile countries; this in contrast to Gauna, who allowed for universal trade. The monarchy is able to seal itself off, because it is self-sufficient. The 30 % right, before generally applicable, would now only be claimed by allies.
d) Creation of a fleet which would operate in Flanders and work to improve its communications with the Iberian peninsula, thus forming a powerful axis between the north of Spain, the ports of Flanders (Dunkirk and Ostende) and the Atlantic area, all within the autarchic monarchy.
e) The primary objective has the defeat of the Dutch, and no settlement could be sought without victory. Spain and Portugal are the centre of European commerce, and economic warfare can be maintained perfectly from Madrid, using the Flemish possessions as support. f) Development of the industrial-commercial cities of Flanders, but within the Spanish imperial system. Strong technological evolution in the Low Countries must be exploited in order to spread technical improvements in textile manufacture and especially in metallurgy throughout the monarchy; and this would put it in a position to compete with rival countries like the United Provinces or England.
In the 1620s, the mercantilist ideas of the bureaucrats triumph, and are complemented by the Union of Arms (Unión de Armas), which although copied from the Viennese Habsburgs, perfectly meets Spanish requirements of the time, since it implies a common effort, both financial and human.
37 Castilian nationalists and the internationalists of the Louvain Circle are both relegated to the background -though without ever giving up their causes. Whilst economic warfare is given its head, the army retreats. The problem is that the serious recession of 1627-32 considerably reduces Spain's chances victory in a war which has now become global. 38 Gauna's doctrine and the Union of Arms are abandoned, and simple economic survival becomes the order of the day. Reformist thinkers leave the scene, remaining only those who advocate taxation plans to embrace the widest possible range of vassals, including the nobles and clergy, since the needs of the royal treasury can no longer admit exceptions. The 1630 s witnesses a return to terrestrial warfare with the army once again at the forefront of campaign. 39 The defeat of the invasion of France in 1636 places the Spanish government in a vulnerable situation which was further exacerbated by the rebellions of Catalonia and Portugal. After 1640, political and economic survival is the best that can be hoped for. Now there is no room for ideas of reform and regeneration, only the search for a settlement as honourable as possible, and founded on seeking Dutch friendship against the growing threat of France.
40
In spite of its practical failure, the period between 1590 and 1640 witnessed the second phase of a brilliant intellectual history, and brought to culmination a 'Golden Century' of economic theory in the monarchy of the Spanish Habsburgs. 
